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1980 ACHIEVEMENTS 


1. 


We successfully completed a corporate 
reorganization which freed the company from 
debt. This accomplishment left us free to seek 
financing to put the 950-foot underground 
mine on production, and to operate our mill 
facility both for ourselves and other customers. 


We changed our name to Citadel Gold Mines 
Inc. from Pursides Gold Mines Limited, and 
consolidated our common shares on a 1 for 3 
basis. The new name reflects our belief that 
gold is an investment refuge in a time of 
international economic uncertainty. 


We reduced the company’s current debt from 
$1.3 million to just over $70,000 and slashed 
our obligations to our parent, Prairie Pacific 
Energy Corporation, from $1.1 million to just 
over $170,000. 


Just prior to year-end, we successfully raised 
$540,000 through a private placement of 
325,000 of our shares at a price of $1.75. 


The market recognized our accomplishments 
by increasing the trading price of our shares 
from $2.10 on a consolidated basis to a high of 
$5.50. 


Our shareholders enjoyed an increase in their 
equity from $5.3 million to $8.1 million. 


1981 OBJECTIVES 


1. 


We will continue an aggressive search for 
investors to raise capital in order to commence 
gold production. 


We will commence custom milling work for 
customers with other mines. We have above 
ground 27,000 tons of broken ore stockpiled 
from the mine, and ready to be milled. 


We will consider additional gold-related 
investments to broaden our revenue base. 


CORPORATE REORGANIZATION 


During the first nine months of fiscal 1980 
we were able to complete a complex series of steps 
to reorganize the share capital of the company and 
to eliminate the debt and initiate the financing of 
gold production and milling at our established 
mine facility in Wawa, Ontario. 


As a first step, the shares of the company 
were consolidated on a 1 for 3 basis, and the 
authorized share capital was increased to 10 
million common shares. Shareholders may recall 
the consolidation and increase in authorized 
capital were approved at the last annual meeting. 


The central transaction involved issuing our 
parent company, Prairie Pacific Energy Corporation 
a total of 1,728,000 common shares of Citadel in 
two stages. 


Prairie Pacific received 1,056,000 shares in 
payment of $1.32 million owed Prairie Pacific by 
Citadel. Subsequently, Prairie Pacific received an 
additional 672,000 shares for $840,000 in cash, 
which was used to retire Citadel’s bank debt. 


As a consequence a strong North American 
resource team of Citadel and Prairie Pacific was 
created and these companies were left in a 
position free to seek major financing for Citadel’s 
capital needs. 


The accomplishment was marked by a 
change of name from Pursides Gold Mines Limited 
to Citadel Gold Mines Inc. 


We immediately began to meet with 
investors from North America and Europe to seek 
financing for gold production and milling at the 
mine. 


The restructured company had an increased 
shareholder equity of $8.1 million, compared with 
$5.3 million at the end of fiscal 1979. 


Citadel’s deficit remained unchanged for the 
year at $424,272, however we had successfully 


reversed our negative working capital position 
from a deficit of $1.3 million at September 30, 
1979 to a surplus of $549,090 at September 30, 
1980. 


The market responded to Citadel’s solvency, 
prior to the year-end, when we successfully raised 
$540,312 net to the treasury from a private 
placement of 325,000 shares at $1.75. 


There has been considerable interest in our 
efforts to raise fully $6 million required to start the 
operation of our mill and production of gold from 
the 950-foot deep mine, which now has 
development on seven levels. To date, some $8.8 
million in facilities have been installed. The 
remaining investment will capitalize on those 
facilities, and make several improvements which 
will increase the economic efficiency of mining 
and milling the 1.6 million ton established ore 
reserve. We also look forward to additional 
exploration work to extend the ore body for 
possible future reserves of recoverable gold. 


The net effect of the year’s work has been to 
carry us through a transition from a junior 
development company to an established mining 
and milling organization with the capability of 
expanding its resource and revenue base in future 
years. 


We are encouraged to believe that the 
company’s development will gather momentum in 
1981 by an analysis of the Citadel mine’s 
economics which shows the prospects of payout in 
less than a year for an investment of $6 million. 


Although Citadel is a 42 per cent joint 
venture partner in the mine, we own the mill 
outright, and we get the substantial benefit of early 
production revenues to payout. 
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THE EARNING POWER OF THE MINE AND MILL 


Citadel’s mine and mill are located on 40 
contiguous claims at Wawa, Ontario. Citadel’s 
950-foot vertical shaft has developed drifts on 
seven levels. The body has been exhaustively 
studied. Consultants calculated that the ore body, 
which is open and capable of further reserves 
delineation, has established recoverable ore in the 
order of 1.6 million tons. In addition, 27,000 tons 
of ore has already been broken and stockpiled on 
the surface awaiting milling. The average grade of 
the ore, cut and diluted, is .138 ounces of gold per 


CITADEL MINE: 


Tons Cost Cost per ounce Ounces gold per 
per day per ton {1) Gold produced (2) year produced (3} 
500 $40 $308 £3,329 
700 $35 $270 32,005 


1) Mine, Mill and Adminstration. 


ton, with bullion recovery of 93.9 per cent 
considered feasible. 


At a gold price of $550 per ounce, the 
recoverable gold, some 210,000 ounces, has a 
selling value of $115 million. 


Prior mining has resulted in the recovery of 
3,089 ounces of gold which had a dollar value of 
$116,783. This was accomplished with only 83 per 
cent recovery. The selling value of that gold, at 
current prices, would have been $1.7 million. 


THE ECONOMICS 


Value of production Annual Value Payout of Investment 


less production cost $ Canadian (4) and (5) below 
$399 -$305=$ 92 $ 2,145,900 2.5 years 
$600 ~ $308 = $292 $ 6,810,900 .66 years 
$650 — $308 = $342 $ 7,977,150 .66 years 
$700 — $308 = $392 $ 9,143,400 .58 years 
$750 — $308 = $442 $10,309,650 51 years 
$400 — $270 = $130 $ 4,345,150 1.4. years 
$600 — $270 = $330 $10,776,150 .53 years 
$650 — $270 = $380 $12,408,900 .46 years 
$700 — $270 =$430 $14,041,650 .41 years 
$750 —$270 = $480 $15,674,400 36 years 


( 
(2) .138 ounces per ton at 93.9 per cent recovery = .1296 ounces gold per ton or 7.72 tons per ounce gold produced. 
(3) Ounces of gold produced per year at 500 tons per day ~ 23,325. 

Ounces of gold produced per year at 700 tons per day - 32,655. 


(4) Kilborn investment and working capital requirement, 500 tons per day $5,355,900. 
Kilborn investment and working capital requirement. 700 tons per day $5,934,400. 


THE MINE THE MILL 


We are advised that an investment of $5.3 Citadel proposes to upgrade the efficiency of 
million is required, in addition to $8.8 million the mill by adding flotation and concentration 
already expended, to bring the mine on equipment which have not been part of the 
production. operation to date. This will permit bullion 

; - recovery rates of 93.9 per cent. 

As a result of the economic analysis ; 
presented above, the prospects for rapid payout on Other operators in the area have already 
an investment of between $5 - $6 million are expressed an interest in becoming a customer for 
excellent. For a variety of scenarios, reflecting custom milling services using Citadel’s facilities. 


different gold prices, different costs per ounce of 
production, and different rates of production, 
payout in nearly every case is within less than one 
year. 


The government of Ontario has expressed 
interest in providing financing for one quarter to 
one third the cost of developing regional milling 
facilities which can provide custom services to 

This economic assessment is the cornerstone several mines. 
of our planning, and provides the incentives that 
will draw the necessary capital to our project in a 
timely fashion. 


There are several proposed mine 
developments for the Wawa region which could 
become customers for our mill. Management’s 
estimate is that an additional 3.6 million tons of 
ore averaging .1 ounce of gold per ton will be 
found within a 50-mile radius. These could create 
a milling demand far in excess of the present 
capacity. 


As part of development work in 1981, we 
will be consulting with the Ontario government 
and other operators in the area, to develop a 
custom milling business. It is probable that milling 
operations could commence ahead of mining at the 
property. 


MINE AND MILL LOCATION 


The Citadel mine and mill are located two 
miles from the mining centre Wawa, Ontario, about 
150 miles north of Sault Ste. Marie, on Lake 
Superior. The mine and mill is tied in to the 
Ontario Hydro electric power grid, and to required 
water supplies. An experienced mining labour 
force can be readily recruited from the vicinity. 
Wawa is serviced by major highway and rail 
facilities. 


The underlying geology of the property is 
Pre-Cambrian, rich in gold-bearing host rocks. 


MICHIGAN 


WISCONSIN 


L. MICHIGAN 


ONTARIO 


The Wawa area enjoys a long and colourful 
gold mining history, and the 40 contiguous claims 
held by the Joint Venture have been the site 
of several simple mining efforts which pre-date 
modern cut-and-haul mining. These previous 
developments demonstrate the gold-rich nature 
of Citadel’s properties, and raise the possibility 
of significant future reserves additions. 
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THE MINE AND MILL SITE 


The head frame straddles the 950-foot 
vertical shaft (1), which can be seen from 
downtown Wawa (10) just about 2 miles away. 
Some 27,000 tons of broken ore containing 3,240 
ounces of recoverable gold have been removed 
from the shaft and seven levels of drift 
development, and await processing (9). The 
process to extract gold from broken ore begins in 
the crusher house (2), where the ore is ground into 
fine mesh, and conveyed (3) to the mill. Here, the 
gold is recovered by a combination of cyanidation 
and flotation technology. 


Hoist and Head Frame 
Crusher House 
Conveyer 

Mill 

Machine Shop 

The Dry 

Assay Lab 

Mine Office 

Broken Ore 

(27,000 tons, .12 oz/ton = 3,240 oz) 
Town of Wawa 


° 
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The machine shop (5) is equipped to keep 
the mining and milling operation ‘‘on-line” with 
no need to delay for repairs off the site. The Dry 
(6) is a miner’s facility for storing and drying gear, 
showering, and keeping lockers. The assay lab (7) 
provides constant monitoring of ore quality for 
both mining and custom milling operations. The 
administration office (8), centralizes the mine 
operation at the site. Replacement cost of these 
facilities is about $20 million. An additional 
$5 - $6 million will bring the mine and mill on 
production at peak levels of efficiency. 


THE WORLD GOLD PRICE TREND 


During a short six-month period in 1980, 
from January to June, the world gold price 
escalated wildly from roughly $500 to $900 
and back down to $500. Before the year closed, the 
price had recovered to above $600, but in January, 
1981 the price tumbled again to hover at the $550 
level. 


The market prices of shares in gold mining 
operations reflected these escalations, and betrayed 
considerable investor uncertainty over the value 
and future of gold as an investment. 


Citadel’s shares did not exactly conform to 
the pattern, because the corporate reorganization 
sustained interest and encouraged investment, so 
that the price reached $4 per share from $2.10 
during the summer, then got as high as $5 and 
never fell much below $4™%. 


Shareholders in Citadel, however, probably 
share the general market uncertainty with respect 
to gold as an investment. 


The management holds to its long-standing 
conviction that gold increasingly during the 
current decade, will represent a refuge, a last 
bastion of security for prudent investors. We chose 
the name Citadel for the reorganized company 
precisely to reflect this belief. 


The uncertain future of world oil trade, 
military tensions between the super powers and in 
localized disputes, the growing pressure on the 
world banking system created by inflation, and the 
rising oil and food import deficits of a growing 
number of poor and not-so-poor nations of the 
world: all of these developments preclude 
economic chaos in which gold will emerge as an 
increasingly valuable and even priceless 
investment. 


In spite of fluctuations, the trend in world 
gold price over the past 10 years clearly 
demonstrates that the value of gold is rising in an 


irreversable trend. At Citadel, we identify that 
trend by plotting not just changes in prices, but by 
plotting the lows to which gold price falls after 
each spectacular rise. The pattern indicates that, 
while gold prices do fall, often as dramatically as 
they rise, each successive low is always higher 
than the previous low. 


On that basis, in spite of escalations in 1980 
in the range of $300 per ounce, the steady rise in 
price is on course with a trend that will see the 
price of gold surpass $1,000 early in the 
decade, and rise to a level consistently above 
$1,500 mid-way through the decade. 


It is interesting to note that the rise of gold 
prices since 1920 corresponds, in Canadian gold 
mining, with the ability of mine operators to 
develop ore bodies of increasingly modest grades. 
This, in part, is related to the utilization of 
cost-efficient cut-and-haul modern mining 
technology. It is also consistent, however, with the 
established pattern of mining lower-grade ore 
bodies when prices are higher. 


In 1920, the average ore grade of gold mined 
in the province of Ontario, where Citadel’s mine is 
located, was .45 ounces per ton of gold. By 1970, 
when the price chart depicted here begins, the 
average grade of ore was .28 ounces per ton. In 
1980, in the Wawa area around our mine, the 
average grade of ore bodies in some stage of 
planning for development is .1 ounce per ton cut 
and diluted. Although consultants establish our 
average ore grade at .138 ounces per ton, cut and 
diluted, even at a conservative .124 ounces per ton 
recovery. Citadel’s ore body is clearly a sound 
investment in terms of both price trend, and the 
ability, at higher prices, to profitably 
extract gold. 
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CITADEL GOLD MINES INC. 


(formerly Pursides Gold Mines Limited) 


FINANCIAL STATEMENT 


September 30, 1980 


AUDITORS’ REPORT 


To the Shareholders of 
Citadel Gold Mines Inc. 


We have examined the statement of financial position of Citadel Gold Mines Inc. as at September 30, 1980 
and the statements of deferred expenditures, income and deficit and changes in financial position for the year 
then ended. Our examination was made in accordance with generally accepted auditing standards and accord- 
ingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion this financial statement presents fairly the financial position of the company as at 
September 30, 1980, its deferred expenditures, operations and its changes in financial position for the year then 
ended in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


Calgary, Alberta Flood, Ramsay & Co. 
November 13, 1980 Chartered Accountants 9 


CITADEL GOLD MINES INC. 


(formerly Pursides Gold Mines Limited) 


STATEMENT OF FINANCIAL POSITION 
IY 


September 30, September 30, 


1980 1979 
ASSETS 
CURRENT ASSETS 
Gash Hs oes eases UN Aero oie oh wits Rava ke MOSEL oe ve: BUR MER ica nee $ 613,570 $ 4,526 
Prepaid expenses alae ssmuenielec eet eer ere cee eae 214 EE? 
Accounts TecelVable a. see eee ai ee eee 6,082 =— 
619,866 5,798 
MINING: GLAIMS == Note3e5a.en ctr ert nna a meee soutien 142,826 142,826 
BULLDINGAMAGHINERY 2A ND EOUIPMEIN ey meat et rete 1,705,585 1,705,585 
DEFERRED EXPENDITURES 
Exploration andidevelopment-Ar..cne eee eerie eine 4,112,482 4,106,727 
Administrativies arm etl scan Sa ee ee ea 1,687,119 1,965,985 
5,799,601 G:07 2712 
INCORPORATION AND RE-ORGANIZATION COSTS ........... 64,169 46,714 
$8,332,047 $7,973,635 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
CURRENT LIABILITIES 
Bank indebtedness. == Notes?) ara tw ane ae eerie eee $ — $820,249 
Accounts pavablevand accrued liapilitiess. 2-7eeneeeneneten 70,776 561,163 
70,776 1,381,374 
DUE TO PAREN E GOMPANY == Note 4 veteran 172,229 1,231,969 
SHAREHOLDERS’ EQUITY 
Slate Capital == Notes: 2eanti’s =e see eee ee eee re 8,513,314 5,784,564 
DGEIGIES a's lates eecae Rean ack acotenawt ORC SRT ae there Eee hee er (424,272) (424,272) 
8,089,042 5,360,292 
$8,332,047 $7,973,635 


On behalf of the board: 
R. Campbell Todd, Director 
10 T. R. Hambley, Director 


See accompanying notes 
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CITADEL GOLD MINES INC. 


(formerly Pursides Gold Mines Limited) 


STATEMENT OF DEFERRED EXPENDITURES 
Cy AEE TE I EO I IN PL NE 


Year ended Year ended 
September 30, September 30, 
1980 1979 
EXPLORATION AND DEVELOPMENT COSTS 
DaldnGesveuimning OLbyeatam ye mnst Gracuxcoeautd oh de dod an tene $4,106,727 $4,106,727 
Additions during the year 
Salaries and employee DEMEIIS-o1470% 26.0.0 ne oa sites one ee aoe 5,065 — 
Is Gensess taxes aiid ASSESSMENTS yo, <a ines eras area aces 2,005 = 
Wirt omer ras reper Nemes KM rte acs Wye as Gave Meuethic Re sobs 671 = 
LEVSUV ATL C CM eE Toren ty Ge vale icy a Calaciieap-s4clhias oak mabeatna son coe & 150 — 
13) iNT MEME PRN Re all ee eer yes corp h ih hots gy Griatat cam eee we 38 
7,929 
DBS SPOS SATO COV ELE Caden ites orgs de Deaths “ue isislce ein Ate 2,174 = 
5,795 ns 
BalameerenGiOny Garr tsk cei wt ks Gouda cose Awd On ome ee $4,112,482 $4,106,727 
ADMINISTRATIVE COSTS 
BataniceeDegIIMIM Ol Veal ueariik siti 44 neat comrtia ra okegeten 4 $1,965,985 $1,522,815 
Additions during the year 
AnGere stats Ar CP Simeetinhan eeccwina 4 tose doo este ee haan es, Sem oe ae 65,367 403,064 
PRMIOLN CHOC SUSeem epee rien cA uke se bola cls Weulsar oe ton a tean ahs 28,437 == 
BF OLESSIUMal ee SsEMPn Tae ar Minti rem ktt ia ahs wi eie ee ae 19,188 21,149 
AVE VaVeVe{ss tn Teva) Wal Coles) Car toe sam veg ir ct Irn ROL aera errr ea 15,000 — 
REAGIOTILVeGhGtespreee iii ee rent tot nse tee cadmas anes 14,704 — 
(Er ema Cl Poe Tl bic mere ety ah pacer side cy geass et Cacti ahoore aces 18,673 150d 
Sharevransierand-corporate 1666797 a, O00 1s: cet ko aa te 8,557 200 
ITCRA EPC ANGG COBLSi 6 auntie amen sie ick tecld vials caracapaee othe bes 7,955 7206 
177,881 443,170 
Reductions 
Costs recovered through the settlement 
CBOE StALLO LG IACC OUTS ae Meh a eer ra wals Sigh yee nator 5,911 = 
Write down of costs as a result of 
reorganization of bank indebtedness — Note 2............ 450,836 — 
(278,866) 443,170 
BalaeeleUEOl Cdl ane she Aion iae nse ok eto ee $1,687,119 $1,965,985 
See accompanying notes 11 
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CITADEL GOLD MINES INC. 


(formerly Pursides Gold Mines Limited) 


STATEMENT OF INCOME AND DEFICIT 


12 


September 30, 1980 


Year ended Year ended 
September 30, September 30, 
1980 1979 
Recovery of accounts receivable 
previously writtenoll' See eo tae ee ete eee $ — odo 
DEFICIT? beginning Of Veal. es nee cn aie ae ees 424,272 427,793 
Deticit;-end. of yveahen ia. c: wenn ee ee $424,272 $424,272 


See accompanying notes 


CITADEL GOLD MINES INC. 


(formerly Pursides Gold Mines Limited) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
SATS ene FEO OLE 


Year ended Year ended 
September 30, September 30 
1980 1979 
SOURCE OF WORKING CAPITAL 
AGVAnGes ir OmeparenmCOmM pany tant Ge tau ecw 8 ceae nee oe $ 195,064 $ 287,034 
InkerestiaGcEUdeuslO parent OM paily-ua, 0s. 6s fa ek eee eens 65,196 209,792 
PSorCsObte ares Lol tas lhe nan tee re eas reo athe wie coches a ee 1,408,750 — 
Issue of shares for settlement of 
AUC te AO Cal ela DULL ytoen hetius, aus ates tue Oalaie cata etal 1,320,000 — 
Decrease in amount due to 
PGR RGU OO Ve Rvs muaeitys clei asia sn ractelses Segal ne cat Satataee hae (1,320,000) = 
Recovery of deferred expenditures 
PN CEMUTIAG( el ELV tee eter aman tees Rec onatan 7c tus Gtalk RO aoe 456,747 —— 
Exp Gra lOn man dre VelOpInie mbm pers occa ule hese Gewitun oaaerdannes 2,174 — 
Proceeds from recovery of bad debt 
DIEVLGUS IV a wWrilltell- Olle mn ednae nace k Muicademit sou eke e mee nats a Sea al 
2,127,931 556,347 
USE OF WORKING CAPITAL 
REG re Alia WO IOOSLS: wie cvs: dc wher aumien Sh deal ive i W Tialvinantavl te lexp en mean 17,455 == 
Deferred expenditures 
PNCHIMUIET SLEEVE Meer pepe Re nt ches WN Ge Nt nh igiaG feaceasctktee 177,881 443,170 
Exolorailomeamc CeVvelOopmlelttisats i iateltaqr wcdneiadoda sue ccratns 7,929 a ee 
203,265 443,170 
Increase (decrease) in working 
GCA Uta Lacuurin OEE? POTION: tayatie Gi acein vio, buedcastalenens Maparnitg es 1,924,666 ihe ea Ar 
WORKING CAPITAL (DEFICIENCY), beginning of period........ (1,375,576) (1,488,753) 
Working capital (deficiency), end 
REESE LOL ameanaynne Wal ncore arate ouch tt nliige et wa lop sinra ayn wee $ 549,090 Ol ljo75 760) 


See accompanying notes 
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CITADEL GOLD MINES INC. 


(formerly Pursides Gold Mines Limited) 


NOTES TO FINANCIAL STATEMENT 


14 


NOTE 1 — SIGNIFICANT ACCOUNTING POLICIES 


Building, machinery and equipment 


The company’s buildings, machinery and equipment were appraised at $1,837,000 in March 1969 by 
Kilborn Engineering Ltd. The purpose of their appraisal was to establish a value pursuant to the terms of a joint 
venture agreement entered into in March 1969 as described in Note 3. These assets were written down to the 
appraised amount at that time by a $201,660 charge to deficit. The appraised value has been adjusted for 
subsequent disposals and subsequent additions have been recorded at cost. 


No depreciation will be recorded on these assets until the mine is put into commercial production. 


Deferred expenditures 


The company has been engaged in the exploration of mining claims in the District of Algoma, Ontario (The 
Surluga Properties) through an interest in a joint venture as described in Note 3. The property has not reached the 
stage of commercial production and all expenditures related thereto have been deferred. 


Costs which have been recovered or forgiven are shown as recovered in the statement of deferred 
expenditures. 


NOTE 2 — REORGANIZATION — (See also Note 5) 


During the year the company completed the following reorganization: 


a) The company consolidated its authorized share capital on a 1 for 3 basis and increased its consolidated 
share capital to 10,000,000 common shares without par value. 


b) Indebtedness to the parent company of $1,320,000 was exchanged for 1,056,000 consolidated shares. 


c) The company issued an additional 672,000 consolidated shares to its parent in exchange for $840,000 in 
cash. 


d) The company completed the private placement of 325,000 common shares in exchange for $568,750 in 
cash. 


e) The bank indebtedness of the company was settled through the payment of $840,000 in cash. Accrued 
interest and other costs in the amount of $450,836 were forgiven by the bank in exchange for a royalty of 
$10 per ounce of gold produced from the company’s mining property to a maximum of $450,000. 


The costs of share transfers and corporate fees were capitalized. Travel and related costs of the reorganiza- 
tion and private placement have been deferred. The forgiven interest has been shownas a cost recovered as 


a result of the reorganization. The royalty obligation has not been recognized in the accounts of the 
company. 


The reorganization has resulted in the resignation of the receiver and manager of the company in July 1980 
and in the removal of the denial of opinion by the company’s auditors in their report. 


NOTES TO FINANCIAL STATEMENT 
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NOTE 3 — JOINT VENTURE 


The company entered into a joint venture agreement in March 1969 with Pango Gold Mines Ltd. to further 
the underground exploration and development of its mining properties. Initially, Pango assumed management 
and earned a 65 per cent participation right by an expenditure of a minimum of $650,000 on the properties. In 
March 1970, Pango returned management of the joint venture to the company. The company remains as manager 
as long as it actively continues its efforts to put the mine into commercial production. 


By virtue of making certain expenditures in 1970, the company’s recorded interest in the joint venture was 
increased to 42 per cent. Because Pango did not exercise its option to purchase the buildings and equipment, 
these assets remain the unencumbered property of the company. 


The net profits of the joint venture will be payable to Pango and the company in accordance with their 
registered ownership, subject to prior payment, pro rata, to Pango of $500,000 and to the company of its 
expenditures incurred under the joint venture. 


NOTE 4 — DUE TO PARENT 


Prairie Pacific Energy Corporation, the parent of the company, has advanced funds in addition to those 
forgiven in the reorganization described in Note 2. These advances bear interest at prime plus 2 per cent per 
annum and are secured by a demand debenture securing all the assets and undertakings of the company to a 
maximum of $2,000,000. 


NOTE 5 — SHARE CAPITAL 


The share capital of the company is as follows: 


1980 1979 
Shares Shares as 
Restated Previously 
Shares Amount Note 2 Stated Amount 
POUTMORIZOU perenne cas recent 10,000,000 a 1,666,667 5,000,000 
Issued 
Balance beginning of 
Villegas St, eee eee 1,124,500 $5,784,564 1,124,500 3,373,500 $5,784,564 
Issued during year 
Toe Gas li irmee ce iat 997,000 1,408,750 = — — 
forgiveness of debt ...... 1,056,000 1,320,000 = — — 
Balance end of VOal ve canaee. 3,177,500 $8,513,314 1,124,500 Spy / 2), t0)0)0) $5,784,564 


NOTE 6 — REMUNERATION 


No direct remuneration was paid by the Company to directors and senior officers during the years ended 
September 30, 1979 and 1980. 
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Citadel Gold Mines Inc. 
Fast Facts 


— 76 per cent owned by Prairie Pacific Energy Corporation. 
—has a 42 per cent interest in a joint venture gold mining project at Wawa, Ontario. 


~ reserves at Wawaare estimated, by consultants, to be 1.6 million tons established, with bullion recovery of 93.9 per cent. Average Grade of 


.138 ounces gold per ton cut and diluted. 


— there is an established mill on the property, and development has taken place in a 950-foot vertical shaft down to the 7th level. 


—a large ton, low cost, cut and haul mechanized mining operation is proposed, with additional investment of $5 - $6 million required to 
improve mining and milling facilities and also provide $1 million working capital. 


— the grade of ore compares favorably to other projects coming on stream which are economically viable with ore grades as low as .1 ounce of 


gold per ton. 


— the mill on Citadel’s property will be available for custom milling for other developments in the area. 
— Citadel is the owner of the mill. 
INTERIM FINANCING 


— Citadel has completed a private placement of 325,000 shares at $1.75/share to net the company’s treasury $540,312.50. These funds will be 


used for general corporate purposes and preliminary work on the property. 
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